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DEVELOPMENTS IN INDOCHINA

{Information as of 1500)

LAOS
The Communists have retaken Saravane; on 8 Jan-
uary they resumed the shelling of Bouam Long,
The peace talks session in Vientiane this week
was short and unproductive.

SOUTH VIETNAM
The Viet Cong are showing their people how to
pull the wool over the eyes of any international
supervisory and inspection force once a cease-
fire is declared. Thieu's new tax measures will
not eliminate budget deficits, but they do
provide an efficient framework for increases
in tax revenues.

INTERNATIONAL DEVELOPMENTS
Peking has resumed its low-key, restrained
treatment of the Vietnam war.

ANNEX
More Hard Times Ahead For Cambodia

9 January 1973

25X1

Approved FOIrRetgase 2007704702 T CIA-RDPSS TUUS 7 OROUTO00UUY0008-0




Approved For Release 2007/04/02 : CIA-RDP85T00875R001000090008-0

s

VA
.‘-Y ‘

vang
rabang

i IRTA]
ou /
Khachand- . ’

§

Khoun
& /‘ !
Muong, . -

Kans ’ Sam Htot?lgu

‘junn Vlor\gﬂ; ". l’.

, .
v, e

’ S
f Sulo l'hmgo - %uong
/ Qui

( ’ \ Long Ilv;v?;ﬁ
/
{

Shelling restines Bosam [

Long
#ltlﬂ Bun
' Ly
e Xieng j
m‘\- vouangvifle
‘l,u}l- ) r
o
@

Phu Dong

N\

THAILAND

, THAILAND
\l

H

LAOS

Area of
maps

Q@ Government held localion

& Commumnt hely tocaling

e e e e e e g
Muong ] -
Phalane &Ghl'pom'

® i / ' Sn

”All\unng Phiv(n_o
? :
)
- A
5. 1.
f g
. .l‘;‘
. . /
Government troops i
wilhdruw\ L
i
)
\Smuvnn’o :

?

4

Theteng
Srdone :

I8 \

Y | (
\

of’uhonq \

[

2\ Bofovens /
;3 Plateau AsAMOpey
7 T

S

CAMBOD!A

“,Quang Trl
- =~ e

N

- §OUTH— -

\
+

-t

\
r =,
(e

N
Hue ™

VIETNAM

!
!
|
|

Approved For Release 2007/04/02 : CIA-RDP85T00875R001000090008-0

25¥1




Approved For Release 2007/04/02 - CIA-RDP85TO0875R001000090008-0

25¥1

LAOS

——

Government units have again been forced to with-
draw from Saravane, Ficld commanders at the southern
provincial capital yesterday ordered their troops
to puli back to the south and west after North Viet-
namese infantry units, supported by mortar and artil-
lery fire,isolated irregular units on the southern
flank and tied down others just north of the town.

: One irregular battalion is holding at the airstrip
just southwest of Saravane and reports that North
Vietnamese have moved antiaircraft guns into the
town. Air strikes are being directed against aban-
doned government positions.

This is the third time irregulars have been
driven from Saravane gince they first retook it in
mid-October. Thay previously have been able to re-
occupy the town with the help of heavy air suppcrt,
but because many of the government troops have been
in the line for over two months they may be reluctant
to stage another counterattack.

Renewed Shellings at Bowam Long

North Vietnamese artillery crews on 8 January
resumed shelling Bouam Long, and defenders at the
government base sighted company-sized enemy units
closing from the west, / 25%1

Negotiations Still Sterile

The regular weekly session of the Vientiane peace
talks on 8 January lasted less than an hour and pro-
duced little of substance. The government displayed
annoyance at Communist behavior last week by sending
a Lao Army general to chair its delegation. He read
a prepared statement comdemning North Vietnamese in-
terference in Laos. The Communist delegation also

indulged in polemics by denigrating Prime Minis
Souvanna Phouma's neutralist credentials. | %g%]
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SOUTH VIETNAM

The Viet Cong apparently have begun training
cadre to deal with representatives of the interna-

tional supervisory commission after a cenge-fiva
has been signed, %g%]

| = training course was held
Ior political cadre in that province last December,
The session dwelt mostly on ways to cover up the
presence of North Vietnamese troops and advise
South Vietnomese civilians on how to complain about
allied damages.

With regard to North Vietnamese troops, the
cadre were told to inform ICC members that no
troops were present, whenever this could appear
plausible. Where this ruse could not be vused, 25X1
cadre should take the line that there were sone
North Vietnamese in the area who had chosen to
remain ivilians in the South. 25X1
the instructors made iT GIear that
many North Vietnamese troops would definitely be
staying, with some hiding their weapons and posing
as civilians and others withdrawing to secret base
areas,

The instructors also informed the cadres that
all members of the control commission should be
treated equally and that no favoritism was to be
shown to Communist bloc members. Inspectors would
be allowed to visit Communist base areas, kut only
when guided by Viet Cong cadres and after receiving
authorization from Comnunist authorities, 1In addi-
tion, people living in Communist areas are to be
specially trained to approach commission members
with complaints about damage inflicted by US and
South Vietnamese soldiers. People's "war damage
grievance committees" are to be formed and in-
structed on how to submit such claims.

This is the first report that the Viet Cong
have been training their cadre specifically to
deal with members of an international supervisory
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[the Communists 25X1
continue to hope that a cease~fire agreement will be

signed and have been telling their cadre that a

settlement is not far off. Binh Dinh Province is

one of the few areas in the country where the Com-

munists may reasonabliy expect to retain substantial

control, which may explain why the initial 1nd1ca—

tions of Viet Cong post-ce ~£3]
received from this area. | 25¥1

Thieu's New Tax Measures

commission,

: Under the six-month emergency powers granted
him by the National Assembly in June 1972, Presi-
dent Thieu issued some sixtyv decrees in the fields
of defense, security, and economics. Of these, the
largest number were directed at revamping South
Vietnam's tax system and providing a sound basis
for increasing the level of revenue collection.

The tax measures consolidate and simplify the
existing tax structure. Additionally, a new value-
added tax is to go into effect by mid-year.

The most significant of the tax medasures are
a completely restructured property tax on agricul-
tural lands, new income tax provisions that en-
courage compliance and broaden coverage, and the
new value-added tax. The revised property tax
should result in considerably increased revenue
from rural areas where tax collection has been
negligible. The income tax law, extended to in-
clude all sources of income, substitutes a much
simplified single-schedule progressive tax for a
multirate, ineffective system, Marginal rates
for personal income range from ten to 70 percent;
the corporate rate 1s to be 45 percent. The
value-added tax, designed to supplant a heretofore
sporadically applied production tax, will be a
ten-percent levy on all goods and services, with
exceptions given to exports and government services.
Although the administrative details of the value-
added tax are not yet clear, przliminary estimates
indicate that the annual revenue yields will be on
the order of 40 billion piasters ($86 million),
making it by far the largest source of domestic

revenues,
9 January 1973
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Other tax measures covered by the decrees in-
clude drastic rate increases on motor vehicles,
consolidation of several selective excise taxes into
a special consumption tax, revision and simplifica-
tion of business license and property transfer taxes,
a revised single entertainment tax, and a decrease
in the number of documents subject to the stamp tax.
The new tax reform measures clearly indicate a gov-
ernment effort to increase collections through
streamlining and modernizing a complex and ineffec-
tual tax structure. These measures will not eliminate
large annual budget deficits, but they will at least
provide an efficlent framework for significant gains
in tax revenues,.
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INTERNATIONAL DEVELOPMENTS

Peking has resumed its low-key, restrained
treatment of the Vietnam war following Madame Binh's
visit, the cutback in US bombing of North Vietnam,
and the resumption of the Paris talks.

The Chinese press covered routinely Le Duc Tho's
stopover in Peking en route to Paris and reported
only a brief summary of his remarks on his arrival in
the French capital. The New China News Agency (NCNA)
account of his arrival was extremely bland; Peking
entirely ignored Le's harsh remarks about Washington's
bargaining position and his statement that he was in
Paris for "one more effort."

NCNA continues to carry a relatively large number
of stories implicitly critical of US policy~-~especially
the bombing---originated by Chinese correspondents.

Most of these, however, are relatively straight-forward
and free from polemics. In a story describing bomb
damage in Haiphong, NCNA did not mention that one of
the neighborhoods it described is inhabited by a large
percentage of ethnic Chinese---a fact the North Viet-
namese press has not tired of citing.

25X1
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ANNEX

HARD TIMES AHEAD FOR CAMBODIA

Cambodia, the last of the Indochinese states
to become directly involved in the war, faces im-
posing problems in resolving its share of the con-
flict. Any movement toward a settlement probably
will be deferred until Hanoi has had time to assess
its prospects in South Vietnam following a cease-
fire. As things now stand, a genuine and wide
political gulf separates the Lon Nol government
and the Khmer Communists. The C:mbodian Arnmy,
while capable of containing the insurgent mili-
tary threat, does not appear ready or able to
regain the initiative on the battlefield, let alcne
to recover the large amount of countryside lost
during the past two years. Strong external pressure
may eventually be required to break the stalemate
and force the two sides into sericus political
negotiations. In the meantime, the outlook is clouded
by the disunity of the Phnom Penh regime and by the
complicated but obscure relationsh.ps within the in-
surgent coalition.

Military Stalemate

With the return of most Vietnamese Communist
units to South Vietnam during the past year, the
struggle in Cambodia has taken on the overtones of
civil war--a development which in itself makes a
settlement more difficult to reach. In the past,
Lon Nol has consistently taken the view that rnst
Khmer insurgents are misguided patriots who cu.i be
expected teo rally to Phnom Penh once Vietnamese
Communist forces have been withdrawn. Events may
be forcing Lon Nol to back away from this dubious
assessment, With his reluctant approval the gov-
ernment is now attempting for the first time to
open a high-level dialogue with the insurgents. So

9 January 1973
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far there has been no evidence that the insurgents

are ready to respond positively to such probing.

Their propaganda continues to oppose any compromise
with the Lon Nol government regardless of the settle-
ment prospects in Vietnam and Laos. This negative
attitude has been adopted in large part to accommodate
the North Vietnamese, who would prefer to see con-
tinued fighting in Cambodia until their own interests
in South Vietnam are nailed down.

The insurgents' hard line is probably also
based on their favorable military position in the
Cambodian countryside. They dominate most of the
territory east of the Mekong and north of the Tonle
Sap, and they know that the Cambodian Army cannot
readily force them out of most areas they choose
to defend. Even more significant, the insurgents
have begun to demonstrate that they no longer need
to rely on the Vietnamese Communists to do their
fighting. Over the past few months, their forces
have shown a growing ability to organize and co-
ordinate tactical operations over large areas. In-
surgent troops have been largely responsible for the
road interdictions that coniinue Lo threaten the
supply system to the Cambodian capital. In most
cases, these actions are being carried out with only
a minimum of assistance from the few Vietnamese Com-
munist units remaining in the country. Nevertheless,
despite their greater tactical independence, the
insurgents are likely to continue to rely on Peking
and Hanoi for most of their military supplies and
equipment. ‘

The gradual growth in insurgent military capa-
bility is more alarming when compared with the gov-
eriuient's uninspired combat performance. Although
now better armed and trained than it was in March
1970, the Cambodian Army has lost the enthusiasm
and dedication it demonstrated during the early days
of the war. One of the few biright spots in the
present picture is the efforts of Major General

9 January 1973
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Sosthene Fernandez, the recently appointed chief of
staft, to do something about the poor leadership,
corruption, and lack of discipline that plague the
army . Any fundamental turn-around in the army's
morale and effectiveness, however, will be slow in
coming. Since the disastrous collapse a year ago

of the large-scale "Chenla IL" operation to open
Route 6--Phnom Penh's worst defeat of the war--the
government has made few vigorous attempts to regain
lost ground. If past performance is any indication,
the army will probably remain in a defensive posture
indefinitely, with the bulk of 1ts forces deployed
around population centers and major communication lines.

E:lien2al Quest..n Mark:-

A disappocinting polit.cal performance has paralleled
the government's lackluster direction of the war. The
increasingly 1solated Lon Nol has been unable to sustain
the broad conifidence he enjoyed during the first year
of his rule--a fact demonstrated by the narrowness of
his victory 1n last year's presidential election. His
reluctance to share authority or to modify his arbitrary
style has sent former backers such as Sitik Matak to
the political sidelines and dashed hopes for a unified,
broadly based government. At the moment, the machina-
tions of Lon Nol's unscrupulous younger brother,
Brigadier General Lon Non, are adding to the political
malaise 1n Phnom Penh., Since he acguired a cabinet
position when the present government was formed iast
October, Lon Non--with the apparent approval of Lon
Nol--has tried to extend his control cver governmental
affairs. By undercutting the posit.ons of two key
government ftigures, First Minister Hang Thun Hak and
General Fernandez, Lon Non has already 1impaired their

effectiveness.

' Despite the rising level of political discontent,
Lon Nol's would-be rivals remain d:sunited and lack
an effective base cf political or military support.

9 January 1973
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In these‘circumstances, the President's health, rather
than political opposition, is the key to the govern-
ment's life expectancy.[” |

[ / 7

[; | 1L bad health should remove
the 1nfTexible Lon Nol,” the path toward a compromise
settlement of the Cambodian conflict might become
smoother. On the other hand, his departure could
precipitate a major political crisis in Phnom Penh.

There are still no logical i1nheritors of Lon Nol's
mantle in sight.

Phnom Penh's political problems and uncertain-
ties may be dwarfed by those existing in the insur-
gent camp. In any strict sense, the term "Khmer
Communist" does not accurately describe the 1ndi-
genous forces operating under the banner of Sihanouk's
Peking-based "Royal Government of National Union."
The insurgent movement includes the "Khmer Rumdoh,"
non-Communist Cambodians who opposed Sihanouk's
ouster in March 1970, and "Khmer Rouge," left-wing
nhationalistic elements who were in opposition to
Sihanouk before his removal. The third, and prob-
ably the most important, faction is made up of mem-
bers and followers of the shadowy Cambodian Communist
Party. Most of these people are Cambodians who took
up residence in North Vietnam at the time of the 1954
Geneva settlement and who have been returning over
the past two years to assume prominent jobs in the

,expanding insurgent apparatus. The insurgent forces
allegedly are commanded by three "ministers" of
Sihanouk's rump government, Khieu Samphan, Hu Nim
and Hou Youn--all of whom were in political opposi-
tion to Sihanouk until they disappeared in the late
1960s. At that time, they were widely believed to
have been executed by Sihanouk,

Although little 1s known about the inner work-
ings of the insurgent movement
point to a basic naticnalist-Communist cleavage.

9 January 1973
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This 1is best reflected in Peking, where Sihanouk and
his small royalist entourage maintain what appear to
be difficult and uncomfortable relations with the
Khmer Communi:st members of the exile government.

The apparent leader of the latter group is leng
Sary, who has a history of leftist activity in Phnom
Penh and who dropped out of sight for several years
before surfacing in Peking in 1971 as '"special en-
voy from the interior." The public treatment he

has received indicates that the Communists expect him
eventually to play an important political role in
Cambodia,

Sihanouk's future undoubtedly poses the major
political problem for the insurgent movement. From
all accounts, Sihanouk definitely expects to return
to his homeland and to serve for a time as chief of
state presiding over a coalition iegime including
Communists. Although the Khmer Communists must ap-
preciate his skills as a propagandist, his ability
tce attract diplomatic support, and the value of his
residual following among the Cambodian peasantry,
they doubtless harbor reservations about allowing
him to return to Cambodia in any position of real
or potential power, Such a reservation represents
one point of possible common ground between the in-
surgents and the Lon Nol government, which is ad-
amantly opposed to any solution that would bring
Sihanouk back to power. A political comeback for
Sihanouk would be further complicated by the murky
status of his relationship with widely divergent
Communist movements--~the Khmers, the Vietnamese, and
the Chinese,

Peking has supported and probably will continue
to back Sihanouk because of his unswerving regard
for the Chinese as Cambodia's chief benefactor and
protector and because he would be a hedge against
North Vietnamese influence over Cambodia. Hanoi 1is
probably less enthusiastic. The Vietnamese Communists
have been primarily responsible for training the Khmer

9 January 1973
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insurgent forces, and until recently they have borne
the brunt of most of the fighting. The triumphant
return of a Sihanouk openly pointing to his relation-
ship tc Peking as a guarantee against Vietnamese
encroachment would offer Hanoi little return on its
substantial i1nvestment.

During the past year, the situation in Cambodia
has become mo:ze and more a stalemate. All parties
concerned may now consider that an end to the Cam-
bodian conflict will eventually require some form

' of compromise between the regime in Phnom Penh and
a Communist-dominated insurgency. But until the
key question of Sihanouk's future role can be
thrashed out within the insurgent camp and in Phnom

Penh, Hanoi, and Peking, it may be easier to go on

fightina, | 25X1
25X1
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